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AMENDMENT TO FEDERAL FARM LOAN ACT. 



Subcommittee on Banking and Currency, 

House of Representatives, 

November 12, 1919. 

The subcommittee met at 10.30 O'clock a. m., Hon. Frank D. Scott 
(chairman) presiding. 

Present : Members of the subcommittee ; also Representative Horace 
M. Towner ; Hon. Felix C. Davila, Delegate from Porto Rico ; Hon. 
Ramon Gandia Cordova, subcomniissioner of agriculture and labor, 
Government of Porto Rico; Hon. C. Toro, member of the house 
of representatives of Porto Rico ; and other interested parties. 

Mr. Scott. The subcommittee are considering H. R. 8038, in- 
troduced by Mr. Cordova Davila, Delegate from Porto Rico. 

Mr. Towner of Iowa. Mr. Chairman, I might state that Mr. Gan- 
dia is the assistant to the commissioner of agriculture in Porto Rico 
and he has made a special study of this matter. He was requested 
by the governor to make a report to him upon the proposition and 
has made such report, a translation of which will be given to the 
reporter and we would like to have it included in the record as part 
•of the statement of Mr. Gandia. 

Mr. Scott. If there is no objection it will be considered as part 
of the statement made by Mr. Gandia. 

(The report referred to will be found at the conclusion of Mr. 
Gandia's statement.) 

Mr. Towner of Iowa. Also, Mr. Gandia would like to have consid- 
ered as part of his statement a further statement regarding the char- 
acter of the land holdings, whether large or small, whether culti- 
vated by owner or tenant, and other matters connected with it, to 
be considered as a continuation of his statement. 

Mr. Scott. That statement does not appear as an official record, 
does it, in any of your reports? 

Mr. Gandia. No, sir. This was made in January of last year, 
on request. There were many requests made by the Bureau of In- 
sular Affairs that are answered in this report. 

Mr. Scott. I think it is a very good idea to have that incorporated 
as a part of his statement. 

Mr. Towner of Iowa. It is in the nature of an official report, be- 
cause it is made in reply to requests by the Bureau of Insular Af- 
fairs and was answered by the commissioner of agriculture and 
labor. Now, .Mr. Gandia, you make whatever additional statement 
you desire. 

STATEMENT OF HON. BAMON GANDIA CORDOVA, SUBCOMMIS- 
SIONEB OF AGRICULTURE AND LABOR, GOVERNMENT OF PORTO 
RICO. 

Mr. Gandia. If you will let me know which are the points to be 
considered, T can more especially inform }-ou. I think that this law 
will be of great help to the people of Porto Rico. I think that you 
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4 AMENDMENT TO FEDERAL FARM LOAN ACT. 

can not do anything better than to dispense to our small fanners the 
benefits of the law, because the one thing that is lacking in Porto 
Rico is a credit institution, which is an absolute necessity for the 
development of agriculture and our industries in general. The great 
industries, as well as the small ones, are in need in Porto Rico of 
credit institutions for their development and stability. We have 
only commercial banks. They loan (of course, this is the rule) for 
three or four months. So that the commercial banks are not good 
in any way for the development of the industries. They are good 
for mercantile transactions. And, the industrial and agricultural 
banks are really indispensable for the development of our industries. 
The tremendous crisis that sugar-cane corporations confronted some 
years ago would not have come if the system of banking of the United 
States should have been in Porto Rico at that time. I refer to the 
Federal reserve banks, which law, in my opinion, ought to be ex- 
tended to Porto Rico also. 

Now, as I state in my report, the condition of Porto Rico is very 
bad. There are two kinds of organizations. One is political and 
the other one is social, but really the social is a political one. The eco- 
nomic and social features of our organization are too bad. I can 
state frankly that in Porto Rico there are many people who are dying 
of hunger outside in the country, and the men who are dying of 
hunger are men with 5 acres, 10 acres, 20 acres, 50 acres, 100 acres, 
and even 200 acres. I can submit proof of all this, if I am permitted 
to do it, and show you the way in which the smaller farmers are living 
in the mountains of Porto Rico. You will be very much surprised 
when you know that men with 200 acres of land in the mountains of 
Porto Rico have to go down to the plains to work on the field cane for 
60 cents a day. And what is the cause of all of this ? It is because we 
have not the credit institutions we need. 

I am now affording information to this committee on the prob- 
lem — Ijtnean on the economic and social problem — and I say that it is 
very much interesting and that vou ought not to be burdened by our 
economic cituation. In Porto Rico, as I told you, the small farmer 
with 200 acres has no money to improve his property and even to 
cultivate it. We have no rural banks. So that the merchant in the 
nearby locality is at the same time the merchant for selling the small 
farmer his household necessities, and the banker to loan him the 
money also to cultivate his property, but only in the amount he be- 
lieves can be settled — not in the amount the farmer needs for culti- 
vating properly the land. And then this merchant purchases his 
crop at half a price before the crop is made, in the autumn, when 
there is no price in the market ana only the merchant knows what 
will be the price in the future. 

Mr. Brand. Why is it the farmer is obliged to sell his crop at 

half price ? 

Mr. Gandia. Because he is in debt to the merchant. The merchant 
is the banker: that is the business. He sells the man everything he 
needs for his nousehold and he lends him money for him to cultivate 
his property in the amount the merchant believes he can lend him, 
and his credit for paying is only the crop — the money he can get 
from the crop. And the merchant curchases the crop ; and the con- 
tract of purchase is made be* the crops, in the autumn, 
when there is no price in th so the debt of the farmer 
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to the merchant is never settled, because the merchant charges, of 
course, the interest on the money he lends him, and he himself fixes 
the interest and he himself fixes the price. 

Mr. Brand. How much interest does he charge the farmer ? What 
is the fate of interest that they charge? 

Mr. Gandia. The interest, as a rule, is 12 per cent; but I can say 
there are many cases in which it is much more than that. Of course, 
officially, the real proof of that can not be given; but I have private 
information that some men are paying as much as 2 per cent monthly 
interest. That means 24 per cent a year. 

Mr. Hill. What do the banks charge down there? 

Mr. Gandia. Oh, the banks charge from 9 per cent to 10 per cent. 
We have only one bank that charges 12 per cent; that they call the 
Popular Bank, but it is not a people's bank. 

Mr. Scott. All of your banks over there are local institutions; 
they are operated under local government control ? 

Mr. Gandia. Yes, sir. 

Mr. Scott. There are no branches of American banks in Porto 
Rico at the present time ? 

Mr. Gandia. Some of them ; yes. 

Mr. Towner of Iowa. The National City Bank of New York has 
a branch there, and one of the Canadian banks, the Royal Bank of 
Canada, has a branch bank there. One fundamental proposition that 
ought to be understood — and it is so remarkable it is pretty hard to 
understand the effect of it — and that is this, that they have only about 
four millions of money in circulation in the island and they have over 
twelve hundred thousand people. They have less than $4 per capita 
of circulation, while we in the United States of America have 
about $50. 

Now, another situation directly connected with it, that is funda- 
mental, is that whatever profits or incoming amount they can take, it 
can hardly ever equal the outgoing amount of money; because so 
much of the most profitable land, especially the sugar plantations, is 
owned by men who live in the United States and Spain and other 
places and they take all the profits that are made out of the island. 

Mr. Scott. The amount of money in circulation over there, to 
which you have referred, is their own Treasury output? 

Mr. Towner of Iowa. No ; that is the amount of money actually in 
circulation. 

Mr. Scott. That constitutes the entire amount? 

Mr. Towner of Iowa. Yes; that constitutes the entire amount in 
circulation. 

Mr. Scott. If the island does an export business, that undoubtedly 
would increase ; it would vary from time to time, because they would 
be getting money from the United States. 

Mr. Towner of Iowa. Yes; but what I am trying to show is, the 
amount of money being so very small, it makes all of these financial 
loans and everything of that kind very limited. For instance, the 
banks can not, with the small amount of money they have in circula- 
tion, allow long time loans; they are just simply prohibited from 
doing it. 

Mr. Brand. This looks like the farmers are at the mercy of the 
merchants. 
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Mr. Towner of Iowa. There is no doubt about it. Twelve per cent 
interest is not at all unusual. 

Mr. Davila. The merchant controls the business, you know, and 
they fix the interest and fix the price. 

Mr. Brand. They fix the price and charge what interest they like 
and take the crop when they get ready? 

Mr. Gandia. The Department of Agriculture of Porto Rico has 
been trying to organize the small farmers of the island in associa- 
tions. Of course, we can not work if we have not all the farmers 
associated in every town. And we are organizing associations of 
farmers and at the same time we found out in this way we were pre- 
paring our men to have the benefit of this law, because this law 
requires national farmers' associations. And so we began to work 
in this way, on a system of cooperation. We want cooperative asso- 
ciations both of production and consumption to make the farmers 
really owners of their capital and work, and we started in several 
towns those associations and in that way try to get the cooperation 
of farmers to whom we explained our ideas. And as soon as they 
started, we had a meeting, and I went to the meeting and explained 
to them the idea of the association. And some months afterwards 
we had a report stating that the farmers' association of that town 
was going to be dissolved on the motion of the same officers of the 
association. 

It was pretty strange to me. I said, "Why is that; I can not 
understand how the same officers of the association could move tc 
dissolve it." And it was afterwards explained confidentially to me 
that the farmers had been told that if this association was going to 
continue its wofk the merchants will make them pay immediately all 
their debts. 

And as these debts well due, the merchant of course could claim the 
amount at any time. 

Mr. Brand. It looks like the merchants down there control the 
situation. 

Mr. Davila. Yes; they control the situation. 

Mr. Scott. Why do you limit in your bill the authority to create 
a land bank to the Federal land bank, of Springfield, Mass. ? 

Mr. Davila. That is explained by Judge Towner ; he prepared that 
bill. 

Mr. Towner of Iowa. No ; the bill was prepared, Mr. Scott,, by 
the Farm Loaii Board. You know there are regional banks from 
which and through which all the farmers' associations are to do 
business. Now, to establish a regional bank there would be a large 
expense upon them and the Federal bank at Springfield has the 
smallest amount of business of any of the regional banks of the 
United States and can take care of this so there will be absolutely no 
expense to anybody connected with the transaction. 

Mr. Scott. My thought is this, Judge : If you limit in the bill the 
creation of this bank to the Federal land bank, of Springfield, Mass., 
it being optional with the Federal land bank, of Springfield, Mass., 
whether they accept it, in the event of their refusal you would then 
be in as bad a condition as you were before. If you allow the Federal 
Reserve Board to grant authority to "d banks to operate 

in Porto Rico, then they might vp that authority to 
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one bank, as the bill indicates, to the land bank of Springfield. Do 
you get my thought ? 

Mr. Towner of Iowa. Yes. There would be no objection to that 
at all. 

Mr. Scott. As I read the bill that fear presented itself. 

Mr. Towner of Iowa. You know the Federal Farm Loan Board 
here, this bill is just as it was prepared by them with the express 
purpose of making it so it would not entail any expense upon us and 
would not entail additional expense upon them. But I see no reason 
why your suggested amendment could not be adopted. 

Mr. Scott. I think from the statement of Mr. Gandia it is very 
apparent an acute situation exists over there. In reading the bill I 
wondered as to the purpose of the provision in the closing paragraph 
in which you say, " Each borrower through such branch bank shall 
subscribe and pay for stock in the Federal Land Bank, of Springfield, 
in the sum of $5 for each $100 or fraction thereof borrowed." I ques- 
tion the advisability of that provision. 

Mr. Towner, of Iowa. There will be presented, I think, an amend- 
ment to the general farm loan act that will strike it all out, because 
it is entirely unnecessary. 

Mr. Scott. What it does in practice is this : It allows the Federal 
land bank to collect an interest above the usual rate, because they loan 
the farmer the money and under the provisions of the law they re- 
quire him to take $5 of stock for each $100 or fraction thereof of the 
loan. Therefore it constitutes a double loan upon which he is paying 
interest. 

Mr. Towner, of Iowa. Practically it reduces the amount he receives 
by just that amount. 

Mr. Scott. Certainly. 

Mr. Towner, of Iowa. That is entirely unnecessary. Those things 
can be taken up when the matter is considered, very properly. 

Now, do you want to make any further statement, Mr. Gandia ? 

Mr. Gandia. I want to finish some of the ideas in order to make 
clear to you the economic situation of the island, that it is too bad. 
And, I think, we ought to go to work and get an organization of the 
island, an economic and social organization of the island, according 
to a plan after we study carefully all of the resources of the island, 
all the means and needs of the island, put them together, the needs 
with the means, and make the island a self-supporting country. I 
mean to say, we want the island to produce everything it can produce 
and buy only outside what it can not produce. And unless you do 
that you will have trouble with the island that will be in the future a 
burden to you. The first thing is to have a self-supporting country, 
and we must devote all our efforts until everything is organized in 
accordance with our needs. I think we are at the turning point of 
civilization; we are at a point where the plane of level of society is 
making a change, and, of course, I think this plane of level is going 
up and not down. That is what I believe. But now our country 
ought to be self-supporting. 

The United States has great obligations with European countries 
and South America. I mean the United States has a special position 
in the world, you know, and now they are going to take care of a 
great deal of the commerce with Europe that they have not before, 
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and they have now to go and supply South America also, many of the 
things that were supplied by some of the countries of Europe before. 

How can you help that, gentlemen ? We have now a commerce of 
more than $100,000,000. If you find out that the balance of com- 
merce is in our favor, I beg you do not believe that the balance of 
the commerce is in our favor, because that is not true. The bal- 
ance of commerce means nothing. It is the difference between 
two figures of importations and exportations. What this difference 
means, according to the economic theory, is that if the exportations 
are higher than the importations, the country is prosperous. That 
is not true. The difference is only a figure, but the question is, where 
does the difference in the balance go? Ah, that is the question. If 
the difference of $24,000,000 in the balance of our commerce last year 
should have remained in the Island, I mean should have been dis- 
tributed through the Island, in a way to help everybody in the 
measure of his social commercial and industrial position, well, that 
means prosperity; but if this money is going out of the Island in 
the form of interest and dividends to the corporations, and the only 
amount of money remaining in the Island is the necessary amount 
to pay some of the members of the corporations and merchants living 
in the Island, of course, that means no prosperity. And there is 
no prosperity, because I can assure you that last year the people 
were dying of hunger in Porto Rico as much as in all the years 
before. 

Now the question is this: You can not organize industry if you 
do not begin to establish the proper institution of credit needed for 
the development of industry. I am sure that the Island can pro- 
duce a great deal of the things that we need and are importing now. 
You know that men, as a rule, want to go through the line of least 
resistance. And so, when I talk in Porto Rico, about the need of 
building up industries there, of building up the farmer — the real 
farmer — I mean the man who cultivates the land to make it produce 
for himself and his family, in the first place to produce for his house- 
hold, for his table, and sell the excess of his crops in the near-by 
market to help his neighbor; and if he has more lands than he needs 
for his household, he ought to harvest one or two crops for making 
money and purchasing other things he can not produce. 

That is the real idea of organizing our agriculture. We ought to 
build up these small farmers, the true citizens, that is the man we 
want, that is the real citizen, the man who lives on the land, the man 
who stays on the land, and we ought to make that man free and not 
a serf. And that is why I come here to beg you to do your best to 
help us to build up the Island and establish there the banking insti- 
tutions that we need to raise and promote on a solid basis our 
agriculture and our industries. My country, as I have told you, 
with a good credit organization, can produce many things. I think 
we can build up many industries if we get the aid in this way, and 
that is why we are in favor of this law. 

Mr. Brand. I want to ask you one question: About how much 
money, in actual cash, do' you estimate it would take to relieve the 
situation down there for this first year, say ? 

Mr. Gandia. Well, for the first year, of course, we can not borrow 
there a great deal of money. Not because we do not need the money, 
but because we ought to organize the national association of farmers, 
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and this takes time ; because, as you know, the farm-loan act requires 
the creation of these national associations of farmers, through which 
the banks loan the money to the members. 

Mr. Brand. How much do you estimate you will need there to get 
on a working basis, where you will be indepedent of these oppressive 
merchants ? 

Mr. Gandia. I think we will need, probably, for the first year 
three or four millions. But we can go up to $50,000,000, I think. 
But, you know, the small fanners are the men who need the money. 
The big ones get it in the other institutions. And so I think the 
first year $2,p00,000 or $4,000,000 can be used. 

Mr. Towner of Iowa. I am very sorry indeed that the full mem- 
bership of the committee, Mr. Chairman, can not be here to hear 
Mr. Gandia at length. Mr. Gandia stands very high in the island. 
He has the confidence of the business people of the island and those 
who are landowners as well as the poorer classes of people. And I 
suppose he knows more regarding the actual conditions of the 
people of the island than perhaps any other man in the island, and 
you can rely implicitly upon the statement he has made — either what 
he has said or what he has written to be placed in the hearing. 

Mr. Scott. I think he has covered the situation. 

Mr. Towner of Iowa. Now, Mr. Chairman, if you will be kind 
enough to have this matter printed so that it can be available for 
the use of the Members at our next session, when we will continue 
the hearings, we would be very much under obligation. Then we 
would like to have Mr. Toro, who is here, and Col. Walcott, the 
head of the Insular Bureau, and especially the commissioner of Porto 
Rico make a statement. It won 1 t take a great deal of time and we 
would like very much indeed to have that. 

About the Extension to Porto Rico of the " Farm Loan Act." 

first question. 

Necessity for such institution in Porto Rico showing benefits that could 
follow its introduction. 

ANSWER. 

The distribution of credit in Porto Rico, such as it now exists, is con- 
trary to the progress of agriculture and the industries derived therefrom; 
and to the promotion of the social and economic well-being of the agriculturist, 
who constitute the most numerous class of our people. There is disseminated 
through vale and mountain a rural population of approximately 800.000 souls; 
there being congregated In urban precincts, less than 400,000 inhabitants; 
1.200,000 being the total number of inhabitants of the island according to 
the last census, 1910. 

The maximum legal rate of interest for money is 12 per cent ; and for 
the distribution of credit we have only commercial banks that lend at 10 
per cent interest for a term varying from three to four months, sums ot 
money not in excess of $1,000, and 9 per cent sums over that amount. Some 
banks at times lend on mortgages, but that is an exceptional case. 

There are two banks that lend to small property owners, industrials in small 
scale, employees and laborers at 12 per cent interest. One of them is called 
"popular", but it is not a people's bank. 

The distribution of credit among the agriculturists is generally effected by 
the merchants, the sugar centrals and the tobacco trust. It is the known 
system of exploitation to which the agriculturist has always been subjected, 
everywhere, and from which he can only liberate himself by establishing, 
by means of pro]ier legislation, the cooperative system of credit, production, 
and consumption. 
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The money that the agriculturist needs as an advance for his property, that 
it is circulating capital in his industry, is furnished him by the mercnant 
at a net low rate of interest that varies according to the guaranty offered by the 
party receiving the loan. 

The agriculturist, who has no money and wishes to pay his debts, offers 
the product of his next crop, when in bloom as yet, to the merchant for sale, 
and the sale is effected at an arbitrary price, fixe€l by the lender, in ay period 
of the year when there are still no prices quoted in the market. 

With the advantage, on the part of the merchant, of knowing the conditions 
of the outside market, where the product is to be sold, and the probable rise 
and fall in prices; while the agriculturist does not generally know that. 

There is not in Porto Rico a more lucrative industry than commerce. 

The system of mercantile exploitation results, in many cases, in the mer- 
chant's becoming in a short time the owner of the land of the agriculturist, 
because of the mortgages that could not be paid. At times the merchant pre- 
fers not to liberate the mortgage and to let the agriculturist, whom he trusts 
because of his honesty, go ahead exploiting the property ; but in those condi- 
tions the business is good for the merchant but very bad for the agriculturist. 

This system is rooted among the agriculturists of our mountains, specially 
of our coffee districts, where the merchant performs the complex functions 
above enumerated, he being at the same time a merchant to sell everything 
that the agriculturist consumes and to purchase from him all that he pro- 
duces, and a banker to lend him the circulating money necessary for his in- 
dustry and that which he may need to cover the expenses of his home. 

The merchant creates for himself his clientele and some years after he re- 
tires with a goodly capital that allows him to live abroad on his rents, while 
the agriculturist, enslaved by his debt that at times can never be paid, tied to 
his mortgage, lives a struggling life, bound to the soil. 

The tobacco planter is the tributary to the trust that, through contracts of 
advance, lends him the money that he needs, furnishes him with seed and at 
crop time fixes arbitrarily the price, and gets the crop at prices many a time 
ruinous to the agriculturist. . 

The central also makes advances to the colonos, there being a law of con- 
tracts of advances, through which contracts each central creates for itself a 
clientele. 

The banks in the States and in Porto Rico lend to these centrals at from 6 to 
9 per cent, and the latter to the colonos at a higher rate. Some banks lend 
also on crops, the form in which the loan is effected being a good business for 
the bank and a bad one for the agriculturist. 

The high price of sugar during the last years has permitted some colonos to 
become rich and, in certain way, independent from the centrals. 

An agriculturist in Porto Rico with 3, 10, 20, and even 100 acres of land in 
the mountains is a poor fellow who has at times to work in the sugar-cane plan- 
tations, while the fruit of his poor and badly conditioned plantation ripens. 

The statistics compiled by this department to study the social and economic 
conditions of the Porto Rican small agriculturist are disconsolate. 

The cooperative systems of credit, production, and consumption established 
by means of well-studied laws, bearing in mind the conditions as well as the 
needs of our small agriculturists, are undoubtedly the only means of remedy- 
ing such evils that it is urgent to correct. 

This department has carefully studied the farm loan act and thinks that it 
will give good results in Porto Rico, it being the most efficient means to destroy 
the existing economic regime beneficially for the small agriculturists. 

The system of rural credits established by the farm loan act would be bene- 
ficial to the agriculturists of Porto Rico in general, for the following reasons: 

1. It would reduce to 6 per cent the interest on money. 

2. It would allow these agriculturists who have their land mortgaged to lib- 
erate them by means of long-term loans on mortgages and at 6 per cent rate of 
interest, which results to be very reasonable to our agriculturists. 

3. It would allow the purchase of properties by young people, apt and well 
prepared for agricultural industry, a thing which is now impossible, by reason 
of the short terms and the high rate of interest. 

We could thus take to agriculture the intelligent youth who now consumes 
away in idleness because of the lack of work. 

4. It would make possible to devote to agriculture abandoned lands which 
appear in the agricultural census as lands with natural pastures, that are those 
which grow without the intervention of man, lands that at present have no 
application because of the lack of money to exploit them. 
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5. It would allow the tobacco planter to become independent of the trust and 
the coffee planter to become independent of the banker merchant and of the 
lender. 

6. It would allow many an intelligent agriculturist to improve his property, 
acquire machinery and more perfect means to work, increasing his production. 

7. It would allow the promotion of new cultivation and the establishment of 
the farm so that economic agriculture couhl be practiced that allows the agri- 
culturist to live on the products of his land, taking in the nearest market the 
surplus of his production, and having one or two crops for money making, in 
order to buy with it what he can not produce. 

8. At present the agriculturist who does not plant sugar" cane, coffee, or to- 
bacco, does not find any one to lend money for the purpose of cultivating other 
economic plants or promoting industries. 

9. The farm-loan act establishes really a system of agricultural cooperative 
credit with all its advantages. The banks of such system are of the agricul- 
turist and for the agriculturist: they allow the establishment of cooperative so- 
cieties of production and consumption, through which the intermediaries are 
done away with and the agriculturist becomes truly the owner of his capital 
and work, wealth being thus distributed in a more jUvSt and equitable manner 
and being prevented from concentrating to a few hands. 

10. The majority of the loans on mortgages are made at present by merchants 
and renters through agents who receive commissions varying according to the 
amount of the loan. These intermediaries and their commissions are done 
away with within the procedure of the farm-loan act. 

In Porto Rico this is not only necessary and it is indicated in the system of 
the farm-loan act as the remedy to its economic needs, but the island has the 
necessary requirements for the establishment of the cooperative system. 

It has a very dense population, distributed in rural districts, called barrios, 
communication between them being afforded by roads that, if on the one hand 
many of them have not at present the necessary requirements for the passage 
of four-wheel vehicles; on the other hand they pre so numerous as well as the 
trails, that communication of people of one barrio with another, either on foot 
or on horseback, can be easy. There are in the island, besides these roads 
which afford communication between the barrios, magnificent highways, with 
very good culverts, connecting the towns, and that can be compared with similar 
roads in Europe and the States, there being 1,189 kilometers of these macadam 
roads over a surface of 10,000 square kilometers, which is the total area of the 
island. 

According to the 1910 census agricultural land was divided into 58,371 prop- 
erties, classified according to their size, as follows: 

Under 5 acres 20,650 

5 to 9 acres 11,309 

10 to 19 acres 10,045 

20 to 49 acres 8.872 

50 to 99 acres 3,728 

100 to 174 acres 1,726 

175 to 499 acres 1, 502 

500 to 999 acres 332 

1,000 acres and over , 207 

From 1910 up to date this distribution has changed because of the tenden- 
cies of the big corporation to concentrate in their possession all the land and 
because of the desire of the agriculturist, full of debts, to sell his property at 
prices which reduce him, seeing in the sale a means of freeing himself from 
debts and to retain still something to devote himself to new business. 

The mean size of the properties is 38 acres. This same mean is in the United 
States 139. In France and Belgium, where property is very much distributed, 
the majority of the properties are composed of from 2$ to 12 acres. 

Of the 58,371 properties there are 46,779 cultivated by their owners, 1,170 
by managers, and there are 10,442 let for rent. 

The average acres per property cultivated by managers is 343.4; while the 
average of those managed by their owners is 31.2, which is larger than the 
average of those managed by tenants, 21.7. 

It is therefore seen that the majority of the properties are cultivated by 
their owners. 



12 AMENDMENT TO FEDERAL FARM LOAN ACT. 

SECOND QUESTION. 

If system introduced, are land titles and land values stable enough so that 
loans may be placed with safety. 

ANSWER. 

There is in Porto Rico a mortgage law, perfect enough, within which the titles 
are completely guaranteed. The mortgage deeds as well as the purchase and 
sale instruments are executed before a public notary, who is a lawyer upon 
whom the title of notary is conferred by the supreme court, he giving a bond 
for his responsibility. The property titles and the mortgage and conveyance 
deeds are registered before a public official called the registrar of property, who 
is also a lawyer who takes a competitive examination to receive his certificate 
authorizing him to discharge his duties. From his decisions any party may 
appeal to the Supreme Court of Porto Rico. There is as much guaranty in 
Porto Rico for all kinds of credits and mercantile transactions as there is in 
the most advanced States of the United States or of Europe. 

The only objection that can be made to our registry system is that it is not 
as rapid nor as inexpensive as the Torrens system, which is undoubtedly the 
most efficient. But there are not many States in the Union that have adopted 
the Torrens system. 

The value of the lands devoted to different crops, according to the census of 
the treasurer's office amended up to December 31, 1917, is as follows : 

Sugar cane $43, 756, 906 

Coffee 13, 960, 912 

Tobacco 2, 204, 169 

Pineapples 424,690 

Oranges 1, 195, 545 

Coconuts 2, 027, 871 

Minor fruits 3, 556, 488 

Pasture 35, 881, 928 

Forest 5, 675, 408 



Total value of cultivated land 108, 743, 917 

It is well to observe that the treasurer's valuations are revised by an equity 
board, and the course adopted always has been not to give to the lands their 
market value, which varies, but their just value, which is always lower than 
their sale values. 

The value of land, according to the 1910 census, was on that date $73,967,852, 
that proving that during the eight years elapsed property has increased in 
value $34,776,065, due to the extension of crops, which has allowed to have 
land, formerly destined for natural pastures, devoted to productive crops. 

The lands of Porto Rico, according to the census of the Department of 

Finance for the fiscal year 1917-18, can be classified, according to the use to 

which they are put, as follows (fiscal year 1917-18) : 

Acrea 

Sugar-cane 256,431 

Coffee - 147, 612 

Tobacco 23,981 

Pineapples 3, 286 

Oranges - 5, 843 : 

Coconuts 9,387, 

Minor fruits 94, 660 

Total cultivated land 541, 200 

Pastures 1, 001, 919 

Forests 1 457, 935 

Mangroves 16,370 

Other lands 46,308 

Total uncultivated lands 1, 522, 532 

Grand total i 2,063,732 
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It can be said that our economic system is a mercantile one, based on the 
erroneous belief that money is the only wealth. Thus we produce for export 
and for making money, buying with money whatever we need for our con- 
sumption. We import all kinds of merchandise, including eggs, milk, and 
vegetables — things that we can here produce in abundance. 

The 446,540 acres devoted to products for export, are the expression of our 
economic power, for the value of our exports was in that year of 1917-18 to 
which we referred, $80,970,917, the value of imports being $53,545,224. Accord- 
ing to the balance-of-trade theory, that year, wih a surplus of $27,425,693 in 
favor of the exports, should be deemed as a year of great prosperity ; but that 
is not exactly true, for that surplus was distributed as interest and dividends 
to shareholders outside, a part of it remaining in the island and divided among 
the sugar-cane planters and central shareholders residing here; but growers of 
the other products did not obtain that benefit, and the mountain small farmers 
underwent that year great privations, as in former years. 

THIBD QUESTION. 

Is agriculture an extra hazardous undertaking; that is, do records show 
that probabilities are that excess of crop successes over crop failures will be 
great enough to insure sufficient income to get interest and other charges on 
mortgage loans? 

answer. 

Agriculture in Porto Rico is, as in all other countries, the industry involving 
greater risk. On the one side, the influence of climate, the atmospheric vari- 
ations; on the other side, the plant diseases and the destructive insect pests; 
besides, the fluctuations of the market prices, the tariff, and the commercial 
treaties. 

The Gulf States, with a semi-tropical climate, have from this point of view 
notable similarity with Porto Rico, but not identity. The insect pests that 
destroy there the cotton plantations and the citric plants do not exist in Porto 
Rico, and those existing here are less destructive. 

The climate is favorable to our more important plantations, because the 
plants are those suited to our climate, or because of being adapted to it those 
plants which are cultivated. 

The tariff, the commercial treaties and the very markets here, from the point 
of view that we are making this study those of the United States. In general, 
the sugar-cane crops, by the employment of fertilizers and amendments, which 
are liberally used, succeed each other uninterruptedly, save in years of extreme 
drought that happen to affect unfavorably the production in lands not irrigated. 
As to coffee, the abundant and the poor crops alternate with each other. The 
fruit crops are generally alternate. During the 20 years elapsed since the 
American occupation the crops have been good and agriculture has been the 
only source of wealth exploited, the banks as well as the money lenders having 
obtained great profits. 

There is no reason whatever for inducing any one to believe that there might 
be in a bank of agricultural cooper atice credit here in Porto Rico different risks 
than in those banks of the same system in the States. 

And if the private banks in this island have during 20 years obtained always 
large profits on their capital ; and the business, for the money of the corpora- 
tions, is so attractive that the number of banks has increased from 2 to 13, 
there is no reason for believing that loans on 34-year terms and guaranteed by 
50 per cent of the value of the property shall not be in Porto Rico as attractive 
to capital as are loans in analogous conditions in the States or in Europe. 

The insular government has issued bonds in the amount of $5,000,000 to 
guarantee the Guayana irrigation works, the principal and interest being paid 
from taxes imposed upon lands irrigated at present. During the five years 
elapsed since the collection of such taxes began, all the expenses for ad- 
ministration, maintenance and repairs, as well as the interest on the bonds, 
have been paid and there has been covered into the trust fund the money 
necessary for the amortization instalments. 

Enclosed herewith please find, as taken from the annual report of the 
Governor of Porto Rico to the Secretary of War, the data taken by the Depart- 
ment of Finance relating to the transactions of the banks. . 

M. Camunas, 
Commissioner of Agriculture and Labor. 
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STATEMENT OF HON. C. TOKO, JUNCOS, POBTO RICO, MEMBER OF 
THE HOUSE OF REPRESENTATIVES OF PORTO RICO. 

Mr. Toro. I would like to say only two things : We feel proud we 
have become American citizens, and now that we are American citi- 
zens we ask you to extend to our island the law you passed in Con- 
gress. This act is going to help us a great deal. We need money. 
As Judge Towner said, we ojily have in actual money in the island 
$4,000,000, and a population of 1,200,000. 

The property in Porto Rico, the valuation of the whole island, is 
about a quarter of a billion — $250,000,000. That is the situation that 
has been developed by outside people — I mean Spanish, American, 
and Canadian — and naturally on the money they have invested in 
the island, about one-third of the actual valuation, they are receiving 
now their interest. 

Mr. Towner of Iowa. And profits? 

Mr. Toro. And profits, yes sir. I can make one statement: There 
is a bank that belongs' to the people of New York that subscribed 
$400,000 and they went to the island and they started business suc- 
cessfully and have $400,000 reserve. That is $800,000. And now 
they have at the New York office $1,600,000. So they sent $400,000 
to Jrorto Rico and they have doubled the capital there and now they 
have in New York, $1,600,000. 

Mr. Towner of Iowa. On deposit? 

Mr. Toro. On deposit. The capital of our people is about three 
and a half million, and just about that same amount is the deposit in 
the bank in New York. I do not know whether they are obliged, 
or what happened, but these are facts and we need you to help us 
with an extension of this loan act. 

Also, I think you can help the island by increasing the borrowing 
capacity of the Government, which actually is 7 per cent. You in- 
creased it for Hawaii last Congress to 12 per cent. That will mean 
a borrowing capacity for the island of $30,000,000. The Govern- 
ment could sell bonds to $20,000,000 and could invest that $20,000,000 
on betterments for the island. That probably would not need you 
to send any money there, only that you are loath to sell bonds to 
increase our borrowing capacity. What we really need, we need in 
most of our land irrigation and development, but we do not have 
that money. The banking people of the island will only loan money 
at six months, and for the development of agriculture on the land 
and farming we need money at 10 years or perhaps longer. 

Mr. Brand. If you get this money and get on a good working 
basis and begin to increase your production, will you be subject to 
these people down there about disposing of your stuff that you 
make ? 

Mr. Toro. No, sir. 

Mr. Brand. Have you markets? 

Mr. Toro. I will say we will have more money in circulation in 
the island, and we will have more there. 

Mr. Brand. Have you markets where you can get fair and reason- 
able prices for your products? 

Mr. Toro. I think so. 

Mr. Brand. You are not obliged to sell to those people? 

Mr. Toro. I do not think so. 
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Mr. Brand. It would not be any good to let them have the money 
if those fellows are going to get the profits in the way of low prices. 

Mr. Towner of Iowa. There is always a pretty good market for 
sugar, arid they have some of the best tobacco and best coffee in the 
world and have a market for all they can produce, 

Mr. Nelson. What are the average size farms of those people 
down there? 

Mr. Toro. We have about 2,000,000 acres of land and I think we 
have about 80,000 taxpayers in the island. 

Mr. Towner of Iowa. There are about 500,000 acres in actual 
cultivation. The farms range from 6 acres to 7,000 acres. 

Mr. Toro. I can make this other statement of facts. This bank had 
about a quarter of a million dollars of capital and started business 
about two years ago. We find out we need more money in order to 
attend to the different propositions submitted to us, and one of the 
directors proposed to credit interest on current accounts of over a 
thousand dollars. That policy was followed by the other banks of 
the community until the leadership of the banking or the bankers 
got together and said, " Gentlemen, we are doing a foolish thing 
here ; we should derive the interest and not pay any interest for cur- 
rent accounts." And that is the reason any big corporation sends its 
money to New York and puts it in a bank, where they credit interest 
on current accounts of 2 and 3 per cent. But in Porto Bico the 
bankers, among themselves, have promised not to credit interest on 
current accounts. And I think that is another reason why we do not 
have more money in the island. 

Mr. Nelson. What interest do you pay on time deposits? Do you 
have such a thing as time deposits? 

Mr. Toro. No, sir. We have notes of four or six months and pay 
8 and 9 per cent. 

Mr. Nelson. What I mean is, do you have what we call here time 
deposits, among your people, in the local banks? 

Mr. Toro. Yes, sir ; on certain dates. 

Mr. Nelson. For three months, six months, or a year? 

Mr. Toro. Yes, sir; at 4 per cent. 

Mr. Nelson. Do you pay 

Mr. Toro. The banks pay 4 per cent to get that money. 

Mr. Brooks. What is the legal rate of interest in Porto Rico ? 

Mr. Toro. I think it is 12 per cent. 

Mr. Davila. That is the legal interest, but privately they used to 
pay more than 12 per cent very frequently, because the banks do not 
loan money to the small farmers. The money is loaned by the mer- 
chants to the small producers. They make private contracts, and 
those contracts are made in such a way that they may get the inter- 
est thev fixed. 

Mr. Nelson. You say the bankers do not loan money to the small 
farmer! ,*~ 

Mr. Toro. No. 

Mr. Nelson. How does he get his money — from private individ- 
uals? 

Mr. Toro. From the merchants, you know. 

Mr. Nelson. You said the legal rate is 12 per cent. Do these pri- 
vate individuals charge more than that ? 
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Mr. Toro. Very frequently they charge more than 12 per cent. 

Mr. Nelson. They charge a bonus? 

Mr. Toro. Yes; and they discount; they take the interest and the 
discounts. 

Mr. Davila. I can say to you that the people of Porto Rico in- 
dorse this law, which was prepared by the Farm Loan Board. And 
I can state to you now it will be a blessing for the people of Porto 
Rico, and that we will be indebted to you for this great benefit, and 
no greater benefit can be done to the people of Porto Rico than the 
approval of this law. 

Mr. Scott. I will say to you, Mr. Davila, that sometime, as soon as 
we can, we will have another hearing, when more of the members can 
be here to get your statement, and we want to hear from the colonel, 
and we will have your statement and that of Mr. Toro of New York. 

Mr. Scott. They can be supplemented. Therefore, if there is not 
anything further, the committee will adjourn. You will be advised 
when we will meet again. 

Mr. Davila. I want, gentlemen, to extend you my thanks for your 
courtesy and kindness in preparing this hearing for us. We know 
that you are entirely busy at this hour and that you have taken 
part of your time to hear us on this bill. I expect the approval of 
the same early in the next session of Congress, und I feel very hope- 
ful because I see that you all are in favor of the extension of this 
law to Porto Rico. 

(The committee thereupon adjourned.) 
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